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EDITORIAL
Now that congress has departed to its 
several destinations and the country 
has breathed its first sigh of relief, we shall probably have a few 
months in which to review what has been done and to attempt to 
weigh the consequences. In the great welter of legislative and 
administrative activity which has obstructed progress and im­
periled the return of prosperity, one of the fundamental theories 
seems to have been to bring about an even distribution of the good 
things of this world among all the citizens of it. Many phrases 
have been coined to express this desire to take from those who have 
and to give to those who have not, but probably the one most 
popular or at least most advertised has been the cry: “Share the 
wealth.” It sounds like the key-note of a song of happiness at 
the entering in of a land where all men shall enjoy equally what 
the good Lord has provided for humanity. It appeals, of course, 
primarily and most cogently, to those who have little and to the 
few who have nothing. It appeals also to a school of sentimental 
Utopians. It appeals not at all to sound economists and, natu­
rally enough, not at all to the people whose possessions are to be 
taken from them. An evidence of the wide-spread interest in the 
sharing of wealth is found in the extraordinary popularity of the 
late Senator Long—the manner of whose taking off we all deplore. 
He was a dictator and his methods are described by his enemies as 
unscrupulous, but no man in this country could ever attain the 
position in the public eye which he occupied by a mere attempt to
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imitate the dictatorships of Europe. He must have had, and he 
did have, something for which the public was ready to offer ac­
claim. Those who have never had prosperity in their homes are 
irresistibly attracted by any demagogue who offers them a house 
and the comforts of life and a steady income. Senator Long went 
into palace and hovel, and wherever he spoke it was in the lan­
guage of the people with whom he was at the moment associated. 
His great doctrine of sharing the wealth was a battle-cry which 
would enlist the majority of the people. That, we think, was the 
secret of his amazing success. Had he stuck to that portion of his 
plan and had he escaped the temptation to establish himself as the 
state he would probably be with us still. He was a type of ideal­
ist weakened by an unholy personal ambition. He had great 
magnetism, a most unusual gift of fluent oratory and in many 
people he inspired intense loyalty, but what won him his con­
spicuous place in American affairs was his share-the-wealth pro­
gram.
And Scare the Wealth There are other men prominent in politics today who would follow the
same advocacy of distributing wealth, and it can not be denied 
that they have done irreparable harm to the morale of the nation.
Accountants, more than any other men, should be quick to detect 
the utter fallacy of this specious theory. Let us take, for example, 
the revenue act of 1935, which was proposed by the president of 
the United States and passed after an all-too-brief consideration 
by an obedient congress. The outstanding feature of the act was 
the increase in rates of taxation upon income in excess of $50,000 
a year, rising to a point of almost absolute confiscation for incomes 
of over a million dollars a year. No doubt most of us agree that 
an income of the latter amount should satisfy the requirements 
of any ordinarily liberal citizen, but that is not the point which is 
under consideration when the question of policy is concerned. It 
has been admitted that the maximum increase in revenue derived 
from these advances of rates in the upper brackets of income will 
produce at the outside two hundred and sixty million dollars a 
year. It has been alleged that eight thousand Americans will be 
compelled to contribute this amount. Meanwhile we are running 
dizzily along the brink of bankruptcy and increasing our national 
deficit by four billion dollars a year. It does not require a great 
knowledge of accounts to discern in the present situation the ulti­
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mate fate of our national finances. So far as can be discovered 
the only attempt in the last session of congress to balance the 
federal budget was this increase from taxation of incomes of one 
man in every fifteen thousand of the population. Nothing was 
done to reduce expenses. Hundreds of schemes were propounded 
to increase the dissipation of wealth and we came to the end of 
the congressional season infinitely worse off than ever we were 
before.
Better to Spare the 
Wealth
Now let us think for a moment of what 
the two hundred and sixty million in­
crease of income tax will do. It will be 
taken from eight thousand people and will be paid into the federal 
treasury for purposes which heaven alone could enumerate. 
Those from whom it will be taken will be denied the privilege of 
expending their earnings—in other words the expenditure of this 
sum will be in the hands of amateurs rather than in the discretion 
of persons experienced in the use of money. It is a truth well 
known to students of economics that very few enormously rich 
men are wasteful. Every man desires an increase in his wealth, 
however great that wealth may be, and nearly every man who has 
great resources attempts to utilize them in a productive way. 
There are, of course, notable exceptions to every rule. Some rich 
men are selfish, stupid and are of no value to themselves or to their 
neighbors; but generally speaking people who have had a great 
deal of money use it intelligently. On the other hand the very 
poor are the most extravagant of spenders. Watch the crowd at 
some summer resort. People who have a day or two in the coun­
try spend all that they have saved throughout the year in ways 
that are astonishing. They buy candy instead of wholesome food, 
endless rides on merry-go-rounds, waste precious dimes in games 
of chance—and leave themselves without carfare home. One 
can understand a little recklessness of expenditure on a brief vaca­
tion, but the extraordinary part of it all is that the poorer the man 
the more he spends in proportion to his ability. The rich are 
cautious and conservative. As a matter of fact most great wealth 
is helpfully spent. If our two hundred and sixty millions of dol­
lars were in the hands of people who would expend it wisely in­
stead of being taken in taxes to swell the pork barrel, how much 
stimulation might be given to activity of commerce and industry. 
The wild-eyed adjustors of the world’s affairs think first of taking 
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away the use of money from other people and of spending it 
according to the dictates of their experimental theories.
Wealth wisely spent is far better than 
confiscated wealth diverted in accord­
ance with unsound conceptions of phi­
losophy. We believe it was Theodore Roosevelt who first used 
the expression “malefactors of great wealth.” There have been 
malefactors of that sort, but in these latter days how many rich 
have been oppressors? Every accountant must have been aston­
ished at times at the munificence of unknown donors to the aid of 
their fellow men. Newly rich are bewildered by wealth but those 
habituated to its possession are not so. To bring the discussion 
to the concrete, one rich man on his country estate and in his town 
house employs ten times as many men and women as a hundred 
humbler folk would employ. Is taking from such a rich man his 
wealth of any assistance to those who are thrown out of work? 
What company making handsome profits, suddenly deprived of its 
earnings, can benefit humanity by discharging employees whom it 
can no longer afford to retain? What is better, then? Shall we 
discourage wealth and destroy thrift and endeavor? Where there 
are many rich there are few poor. Where the opportunity to be­
come rich is lacking, the poor are many. The land whose citizens 
may attain great wealth has an ever beckoning star in its sky, but 
where no one is allowed to succeed what encouragement is there to 
energy? These questions do not indicate a failure to recognize 
the imperative need for taxation. We have always strenuously 
argued, to the best of our ability, that the income tax is the ideal 
method by which to obtain the money required for the running of 
government. We have advocated, in common with many others, 
an increase in the number of persons to be taxed. We would have 
every income subject to some tax, but that is not to say that there 
is any virtue in an attempt to destroy wealth by taxing it to death. 
America’s greatest asset is the money-making power of its people. 
If we take from them the right to retain what they have made 
we shall undermine the foundations. Unfortunately these are 
truths which it is difficult to inculcate in the minds of the majority 
of the people. Share-the-wealth programs are far more appealing 
to the multitude. From whatever source they come, all schemes 
of artificial redistribution are pernicious, and in the long run even 
the poor will come to know the folly of it all.
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Sir James Martin, president of the In­
corporated Society of Accountants and 
Auditors, passed to his reward on 
August 21st. In his long and honored life-time he had probably 
done more than any other one man to advance the interests of ac­
countancy in the British empire. In the early days of his society, 
when it was little and comparatively unimportant, he labored faith­
fully and unremittingly to make for it a place in the sun. It 
seemed almost an impossible task, but he was never discouraged 
and by his efforts, ably assisted by many successive presidents, he 
brought his society to a position admitted to be of the first rank. 
The older Institute of Chartered Accountants had already made its 
name and reputation and a newer organization found its way to 
the front with great difficulty. However, success came at last. 
The membership of the society increased to a point in excess of 
any other accounting organization in the world. The secretary 
who had done these great things was knighted by his king. He 
travelled in many parts of the world establishing branches of the 
society, and in the course of his journeys visited this country and 
made a host of friends. There is something singularly appro­
priate and complete about his life and death. He had just pre­
sided at the fiftieth anniversary of the founding of the society. 
He could look back with an intense sense of gratification to the 
success of the organization of which he was the protagonist. He 
earned and retained the undivided gratitude of his associates and 
the respect and affection of accountants of other societies, both 
in his own land and abroad. He was a strong man and, withal, 
a very gracious gentleman.
Next month hundreds of candidates 
will finish their preparation for exami­
nation and will enter the halls where 
those who would become certified public accountants must demon­
strate their ability and their knowledge. Many of them will 
spend a sleepless night or two before the first session begins. All 
of them will be nervous—we have yet to hear of a candidate for 
examination who did not feel a little quickening of the pulse and a 
little shakiness of the knees before the test. A fair number of 
them will come into the examination room with chips on their 
shoulders. They fear the ordeal and are ready to find it worse 
than they had anticipated. They will regard the examiners as
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torturers and tyrants, and they will be prompt to lay blame for 
even the most trivial detail of arrangement. They know before 
hand that the examination will be unfair. They are convinced 
that the great purpose in life of every examiner is to reject the 
candidate. They are confident that every question will be tricky 
and designed to mislead. They will be on the defensive—and that 
as everyone should know is the weakest sort of warfare. There is 
another sort of candidate who will go into the examination room 
devoutly hoping that he may succeed, conscious of his own lack of 
complete knowledge and determined to do the best he can and to 
find no fault whatever except with his own incompleteness. The 
latter sort of man will produce the papers which the examiners 
will regard as satisfactory. If only it were possible to convince 
the man with a chip on his shoulder that he has nothing to fear 
except himself, the percentage of success in examinations would 
probably be much higher than it is. The examiners are honest 
men, fallible, of course, but truly anxious to present questions and 
problems which will offer a fair test of the candidates’ ability. 
They do not wish to make the trial any more arduous than it need 
be. They are not bent on trickery or guile. They do not wish 
to prevent men who are properly qualified from obtaining the 
recognition to which they are entitled. Probably nobody on this 
earth enjoys examinations, but there is no sense in making them 
worse than they are by a belligerent attitude.
Examinations and 
Legislative Efforts
While on the subject of examinations 
let us turn to portions of a letter which 
was addressed to the editor of The
Journal of Accountancy. Our correspondent commented 
upon editorial notes in a previous issue of this magazine which 
were to the general effect that many efforts to effect changes in 
C. P. A. laws in the various states were due to a desire to over­
throw the proper regulation of the profession. He writes:
“The question which I raise: Is it possible that these attempts 
at regulation of the accounting profession are made by fair minded 
people who feel that present standards and regulations are im­
proper? I have heard the opinion expressed that the time and 
effort involved in preparing for the examinations are not worth 
the slight probability of passing which one has. This slight prob­
ability is due to the fact that the examinations are not representa­




Then follows a criticism of a recent problem and the correspondent 
continues:
“The major point which I raise is that perhaps the conditions as 
presented in this problem might be responsible for attempts to 
change the regulation of the accounting profession. I merely 
raise these questions because sometimes those who are at the top 
do not appreciate the ideas or the feelings of those who are coming 
to the top.”
Our correspondent seems to be very much like the man we have 
been discussing, who comes into the examination room with a chip 
on his shoulder. People who are coming up the ladder always 
envy a little those who have reached the top of it, but we fail to 
see what bearing such an axiom has on the numerous attempts 
which are made to bring about changes in C. P. A. laws. Occa­
sionally a candidate for examination may feel honestly enough 
that he has not been fairly tried, and on rare occasions such a man 
may use his influence to encourage amendment of a law. But 
the argument seems to us badly attenuated. There are many ex­
aminers who are prominent members of the profession of ac­
countancy, but there are a good many others who have not yet 
reached the top and have not attained that lofty attitude at 
which they can afford to disdain those who are seeking admission. 
We must adhere to the belief that many attempts to reopen 
waiver clauses of C. P. A. laws or to set lower standards than those 
existent are due more to political ambitions than to the sentiments 
of disgruntled candidates.
The Compact World 
of Commerce
Accountancy is one of the most alluring 
of the professions because it is not static 
but is ever changing. Never in history 
has this been more evident than it is at present. As we seem to 
tremble on the edge of another great international upheaval the 
accountant finds himself faced with new and exciting problems. 
Today every great enterprise is international, and the accountant 
who has the affairs of his client at heart must learn to think inter­
nationally. A great war may be in progress before these notes 
appear in print. If that war be postponed, another war will 
surely come elsewhere. The world is a war addict. It hates the 
stuff but must have it. Every war upsets commerce, distorts
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exchange and creates conditions which can not be foreseen. The 
old-fashioned accountant who thought of his life work as a check­
ing of books and a receiving of a small fee is gone with the dodo 
and the great auk. The accountant of today, if he be worthy the 
name, knows that there is something beyond the horizon, and that 
he has a vital interest in what is going on in the wake of the sun. 
The accountant must know something of the methods, the man­
ners, the history and, above all, the business not only of America 
or of Canada but of France and Germany, of South America, of 
Italy, of the great world of the Orient, of our sister nation in the 
North Sea. American trade is spreading and we hope will accel­
erate its progress across and around the seven seas. Main 
Street was well enough for those who never wanted to see the 
whirling world. Now ships and harbors and the commerce of all 
lands are our heritage. We have “an argosy bound to Tripolis, 
another to the Indies . . . a third at Mexico, a fourth for England 
and other ventures . . . squandered abroad.” And to keep 
in touch with all these adventures, we must understand the prob­
lems that they will involve. We must know something of foreign 
exchange—as much as any one can know of that most complex 
question. America, and consequently American accountants, can 
not be self sufficient any longer. We must know what men are 
thinking in Singapore as well as in Chicago, in Cairo of Illinois and 
in its sister city of Egypt, in Oshkosh and Omsk, in Butte 
and Budapest. We must know how accounts are kept in roubles 
and rupees, in pounds and piastres, in dollars and drachmas; and 
beside that, we must know how government goes in every near 
or remote range of commerce. Accountants have a great part to 
play in these days when, by land or sea or air or ether waves, com­
merce penetrates to the most obscure point of the deepest 
jungle.
A correspondent who has been following 
the many editorial comments which 
have appeared in this magazine on the subject of competitive 
bidding writes to draw attention to a condition which he thinks 
may not be generally understood. He sends us copies of corre­
spondence between himself and a governmental commission in his 
state. From the commission he received a letter in which it was 
alleged that the fee for audit of one of the departments had been 




would have to be paid by the local board. The letter concludes 
as follows:
“If the local board wishes to pay you out of local funds the cost 
of the audit in excess of $300.00, it will be satisfactory to us pro­
vided it is a reasonable amount. If it is decided to do this it 
will be necessary for you to render two bills, one for $300.00 in 
which the state will participate and one for the fee in excess of 
$300.00.”
The condition indicated by this letter may be common in some 
parts of the country, but we confess that this is the first time that 
it has been brought to our attention. It is difficult to understand 
why an audit fee should have been fixed by some state authority 
at a price which could not cover a thorough investigation. If the 
state felt that the value of an audit of a department or a board 
was only $300.00, it seems reasonable to suppose either that 
the nature and value of an audit did not impress itself upon the 
state authorities or that there was some special cause for placing 
a limitation upon the expenditure of state funds. It is quite 
obvious that unless the local board would supplement the amount 
of fee allotted by the state it would be better to have no audit 
at all.
Our correspondent wrote an interesting 
reply to the letter from the state and 
we take the liberty of quoting the fol­
lowing portions of the reply because they cover so comprehen­
sively the fundamental weakness of the conditions which appear 
to exist in that state:
“The officers of the board approached me with respect to this 
audit. I said that I could not make any estimate of what the 
cost would be and preferred not to express an opinion on the 
matter. I named a per-diem rate which is set forth in the con­
tract and is exactly the same rate which I charge all other clients 
for work of a similar nature. In fact it is the lowest per-diem 
rate I have ever named to any one. I can only assume that when 
the board signified its willingness to pay the per-diem rate named 
it had decided it was a fair and reasonable compensation. There­
fore, in the absence of some other consideration such as unworthi­
ness of the accountant or other things known to the commission 
of which I have no knowledge, I do not believe the commission is 
warranted in attempting to impose its judgment and will upon 
the accountant and his client. My reason for this attitude is 
that I believe the act providing for approval of such contracts
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never contemplated that the commission would attempt to 
exercise such power. Also I am unwilling to believe that the 
commission can intelligently determine what would be a proper 
compensation for an audit before the audit is completed. The 
auditor himself can not do it, regardless of the fact that some 
accountants may attempt to do it. I sometimes wonder if the 
commission does not, unintentionally, lose sight of this primary 
object. When sanctioning, if not encouraging, competitive bid­
ding among accountants, a practice universally condemned by 
all ethical accountants and professional organizations of ac­
countants, and when entering a wedge between the accountant 
and his client in an attempt to cause the accountant to lower his 
fee, when the fee is no higher than is charged to his other clients 
for similar services, I am of the opinion that the commission is 
unwittingly doing more to lower the standard of professional 
accounting service rendered to local units than all other factors 
combined. I confidently believe that most accountants wish 
nothing more than to render an honest and competent service, 
but I submit that it takes an unusual type of man who can smil­
ingly strive to render the best type of service, knowing that he is 
being miserably paid for it. I can assure you, without fear of 
contradiction, that wherever competitive bidding is practised and 
whenever the commission requests that otherwise reasonable fees 
be reduced, under the implied threat that the contract will not 
be approved otherwise, that type of practice is driven more and 
more from the reputable and ethical accountants to a type of 
accountant who is willing to take anything he can get and will 
generally see to it that the type of service rendered is no better 
than the compensation he is to receive.”
Subsequently the accountant withdrew his offer for the audit and 
the incident, so far as he was concerned, was closed. This brings 
us back to the argument, which we have advanced times out of 
number, that the only way to prevent continuance of the custom 
of calling for bids for municipal or county audits is to bring about 
a hard and fast agreement between all the accountants of the 
state to refrain from bidding. In the present case if every ac­
countant had notified the state commission that he would not 
submit any offer whatever to take a lump-sum fee for an audit, the 
state would have been compelled either to dispense with an inde­
pendent audit or to place the engagement on a proper professional 
plane. The more one investigates the causes of the present con­
dition in many states the more one is convinced that its perpetua­
tion is due not primarily to the state officers or commissions but 
rather to the excessive eagerness of some accountants to obtain 
work at whatever cost. It is commonly said that governmental 
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work does not pay the professional accountant an adequate re­
turn, but it seems absurd to complain about conditions when the 
accountants themselves lend countenance to the principle of 
competitive bidding.
ERRATUM
By typographical error in The Journal of Accountancy for 
September, 1935, it was stated that John S. Lloyd was secretary 
of the Montana Association of Certified Public Accountants. 
Mr. Lloyd is secretary of the Indiana Association of Certified 
Public Accountants.
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